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Summary 

From the earliest days of the republic, America’s armed forces have been compensated for their 
services by the federal government. While the original pay structure was fairly simple, over time 
a more complex system of compensation has evolved. Today’s military compensation includes 
cash payments such as basic pay, special and incentive pays, and various allowances. 
Servicemembers also receive non-cash benefits such as health care and access to commissaries 
and recreational facilities, and may eventually qualify for deferred compensation in the form of 
retired pay and other retirement benefits. This report provides an overview of military 
compensation generally, but focuses on cash compensation for current servicemembers. 

Since the advent of the all-volunteer force in 1973, Congress has used military pay and 
allowances to improve recruiting, retention and the overall quality of the force. Congressional 
interest in the sustaining the all-volunteer force during a time of sustained combat operations led 
to substantial increases in compensation in the decade following the September 1 1 th attacks. More 
recently, concerns over government spending have generated congressional interest in slowing the 
rate of growth in military compensation. 

Some have raised concerns about the impact of personnel costs on the overall defense budget, 
arguing that they decrease the amount of funds available for modernizing equipment and 
sustaining readiness. Others argue that robust compensation is essential to maintaining a high- 
quality force that is vigorous, well-trained, experienced, and able to function effectively in austere 
and volatile environments. The availability of funding to prosecute wars in Iraq and Afghanistan 
mitigated the pressure to trade-off personnel, readiness, and equipment costs, but the current 
budgetary environment appears to have brought these trade-offs to the fore again. 

The average cost to compensate an active duty servicemember — to include cash, benefits, and 
contributions to retirement programs — is estimated at about $90,000- $100,000 per year, although 
some estimates are higher (methodologies vary). However, gross compensation figures do not tell 
the full story, as military compensation relative to civilian compensation is a key factor in an 
individual’s decision to join or stay in the military. Thus, the issue of comparability between 
military and civilian pay is an often-discussed topic. Some analysts and advocacy groups have 
argued that a substantial “pay gap” has existed for decades — with military personnel earning less 
than their civilian counterparts — although they generally concede that this gap is fairly small 
today. Others argue that the methodology behind this “pay gap” is flawed and does not provide a 
suitable estimate of pay comparability. Still others believe that military personnel, in general, are 
better compensated than their civilian counterparts. This latter perspective has become more 
prominent in the past few years. The Department of Defense takes a different approach to pay 
comparability. The 9 th Quadrennial Review of Military Compensation (QRMC), published in 
2002, argued that compensation for servicemembers should be around the 70 th percentile of 
wages for civilian employees with similar education and experience. However, according to the 
1 1 th QRMC, published in 2012, it had reached the 83% level for officers and the 90% level for 
enlisted personnel. 

On February 1, the congressionally established Military Compensation and Retirement 
Modernization Commission is due to deliver its report, which will likely include a variety of 
recommendations for restructuring military compensation and adjusting compensation levels that 
Congress may choose to consider. 
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Introduction 

The military compensation system is complex and includes an array of cash compensation 
elements, non-cash compensation (benefits), deferred compensation (retirement pay and benefits), 
and tax advantages. This report focuses primarily on the cash compensation provided to members 
of the active component armed forces . 1 Other CRS reports cover military retirement and health 
care . 2 

Military compensation is a critical tool for sustaining recruiting, retention and the overall quality 
of the force. Over the years of operations in Iraq and Afghanistan, particularly during times of 
major combat operations, robust compensation has been an important mechanism by which 
Congress helped the services, and particularly the Army, meet their recruiting and retention goals. 
Today, the average cost to compensate an active duty servicemember — to include cash, benefits, 
and contributions to retirement programs — is estimated at about $90,000- $100,000 per year, 
although some estimates are higher (methodologies vary). As a result, some analysts believe that 
the military compensation is now too high and is impeding efforts to modernize equipment and 
sustain readiness, particularly given the budgetary limits imposed by the Budget Control Act of 
2011 (BCA; P.L. 1 12-25). Others argue that robust compensation is essential to maintaining a 
high-quality force that is vigorous, well-trained, experienced, and able to function effectively in 
austere and volatile environments. The availability of additional funding to prosecute wars in Iraq 
and Afghanistan mitigated the pressure to trade-off personnel and equipment costs for many 
years, but the current budgetary environment appears to have brought these trade-offs to the fore 
again. 



Key Questions and Answers 



1. How are military personnel compensated? 

There are three main ways in which military personnel are compensated: cash compensation, non- 
cash compensation, and deferred compensation. 

• Cash compensation takes a variety of forms and includes basic pay, housing and 
subsistence allowances, enlistment bonuses, skill proficiency pay, and additional 
pay for particularly demanding or dangerous duty. 

• Non-cash compensation includes various types of benefits such as medical and 
dental care, government-provided housing, educational benefits, access to 



1 Unless otherwise specified, the terms “member of the armed forces” or “servicemember” in this report refers to 
members of the active component. Members of the reserve component personnel receive nearly identical compensation 
when they are ordered to active duty for over 30 days, but are compensated somewhat differently when on active duty 
for 30 days or less, and much differently when not on active duty. For more information on reserve component 
compensation see CRS Report RL30802, Reserve Component Personnel Issues: Questions and Answers, by Lawrence 
Kapp and Barbara Salazar Torreon. 

2 See CRS Report RL34751, Military Retirement: Background and Recent Developments, by David F. Burrelli and 
Barbara Salazar Torreon, CRS Report RL33537, Military Medical Care: Questions and Answers, by Don J. Jansen, and 
CRS Report RS22402, Increases in Tricare Costs: Background and Options for Congress, by Don J. Jansen. 



Congressional Research Service 



1 



Military Pay: Key Questions and Answers 



subsidized grocery stores (commissaries) and child care centers, and space- 
available travel on military aircraft. 

• The main elements of deferred compensation are retired pay and retiree health 
care, but continuing access to commissaries, space-available travel, and other 
benefits are also part of this. Servicemembers also have access to the Thrift 
Savings Plan, although they generally do not receive matching contributions 
from the government. 

Some of these compensation elements are provided to all servicemembers, while others 
are provided only to certain populations. The basic compensation package provided to all 
servicemembers includes basic pay, a housing allowance (or government-provided 
housing), a subsistence allowance (or government-provided meals), free medical and 
dental care for servicemembers, free or low-cost medical and dental care for dependents, 
paid annual leave, and certain other benefits. Table 1 summarizes the main elements of 
compensation provided to all servicemembers. Servicemembers may also receive 
additional cash compensation based on their occupational specialty, duty assignment, or 
other factors. 



2. What is Regular Military Compensation (RMC)? How much do 
Servicemembers receive in RMC? 

When people talk about military pay, they are often only referring to “basic pay.” Although basic 
pay is usually the largest component of cash compensation that a servicemember receives, there 
are other types of military pay that add significantly to it, and there are tax benefits as well. 
“Regular Military Compensation” is a statutorily defined measure of the major compensation 
elements which every servicemember receives. It is widely used as a basic measure of military 
cash compensation levels, and for comparisons with civilian salary levels. 

Regular Military Compensation (RMC) 

RMC, as defined in law, is “the total of the following elements that a member of the uniformed 
services accrues or receives, directly or indirectly, in cash or in kind every payday: basic pay, 
basic allowance for housing, basic allowance for subsistence, and Federal tax advantage accruing 
to the aforementioned allowances because they are not subject to Federal income tax .” 3 Though 
military compensation is structured much differently than civilian compensation, making 
comparison difficult, RMC provides a more complete understanding of the cash compensation 
provided to all servicemembers and therefore is usually preferred over just basic pay when 
comparing military with civilian compensation, analyzing the standards of living of military 
personnel, or studying military compensation trends over time. 



3 Statutory definition contained in 37 U.S.C. 101(25). 
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Table I. Major Compensation Elements Provided to All Active Duty Personnel 



Name 


Statutory 

Authority 


Purpose 3 


Description 


Basic Pay 


37 USC 203, 
204, 1009 


“Basic pay is the primary means of compensating 
members of the armed forces for their service to 
the country. Except during periods of 
unauthorized absence, excess leave, and 
confinement after an enlistment has expired, 
every member is entitled to basic pay while on 
active duty. Basic pay is paid to individual 
members on a regular basis; the amount of basic 
pay to which a particular member is entitled 
depends on the member’s pay grade and length 
of service.” 


Provided to all servicemembers. Rate of payment varies based on 
rank and years of service. 

Click here for 20 1 5 Basic Pay Rates. 


Government-provided housing 
or 

Basic Allowance for Housing 
(BAH) 

or 

Overseas Housing Allowance 
(OHA) 


37 USC 403 


BAH and OHA “provide a cash allowance to 
military personnel not provided with government 
quarters adequate for themselves and their 
dependents to enable such personnel to obtain 
civilian housing as a substitute.” 


The government provides housing to many servicemembers and 
their families, but the large majority live off-post in the civilian 
housing market and receive BAH or OHA. 

BAH is provided to servicemembers based in the United States not 
provided with government housing; OHA to those based outside 
the United States. Rate varies based on servicemember’s rank, 
location, and whether or not the servicemember has dependents 
(see footnote 4 for the definition of “dependent”). 

Click here for 2015 Basic Allowance for Housing Rates. 








Click here for 20 1 5 Overseas Housing Allowance Rates. 


Government-provided meals 
or 

Basic Allowance for Subsistence 
(BAS) 


37 USC 402 


BAS “provide[s] a cash allowance to members of 
the armed forces to defray a portion of the cost 
of subsistence, such allowance being payable to 
all enlisted and officer personnel, with variations 
to account for the unavailability of adequate 
messing facilities at some duty stations.” 


All servicemembers receive BAS except in limited circumstances 
when they are required to eat government-provided meals (e.g., 
enlisted personnel in basic training). The BAS rate varies based on 
officer or enlisted status; enlisted receive higher BAS than do 
officers. 

Click here for 2015 Basic Allowance for Subsistence Rates. 
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Name 



Statutory 

Authority 



Purpose' 



Medical and Dental Care 



Annual Leave 



Life Insurance 



10 USC “To make medical care available to members of 

1 071 -I I 10 the uniformed services and their dependents in 

order to help ensure the availability of physically 
acceptable and experienced personnel in time of 
national emergency; to provide incentives for 
armed forces personnel to undertake military 
service and remain in that service for a full 
career; and to provide military physicians and 
dentists exposure to the total spectrum of 
demographically diverse morbidity necessary to 
support professional training programs and 
ensure professional satisfaction for a medical 
service career.” 



10 USC 701- “To authorize members of the uniformed 
704; 37 USC services to take a specified number of days of 
50 1 leave of absence, or vacation, for rest and 

relaxation away from their respective duty 
stations; to allow the accumulation for later use 
of earned leave that cannot be currently used 
because of military, or other, exigencies; and to 
authorize cash payments as reimbursement for 
accrued leave remaining unused at the expiration 
of a member’s term of service.” 



38 USC “To make life insurance available to members of 

1965-1980 the uniformed services at a reasonable cost.” 
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Description 



All servicemembers and their family members are eligible for 
medical care under the TRICARE system. This system provides free 
medical and dental care to the servicemember, and free or low cost 
medical and dental care to the servicemember’s dependents. 

For more information on this benefit, see CRS Report RL33537, 
Military Medical Care: Questions and Answers, by Don J. Jansen. 



All servicemembers are entitled to 30 days of annual leave per year 
(includes leave taken on weekends, holidays, or other regular days 
off). Typically, a maximum of 60 days may be accrued, although 
under certain circumstances up to 1 20 days may be accrued. Leave 
in excess of the allowable limit is forfeited at the end of the fiscal 
year. Under limited circumstances, servicemembers may receive a 
cash payment in lieu of their unused leave (see 37 USC 501). 



Available to all servicemembers, though they may opt to not 
purchase it. Provides up to $400,000 in life insurance coverage and 
$100,000 traumatic injury coverage for the servicemember; up to 
$100,000 in coverage for spouse is also available. Servicemembers 
normally pay the costs for this coverage, but the government 
reimburses the premiums for those serving “in the theater of 
operations for Operation Enduring Freedom or Operation Iraqi 
Freedom” (37 USC 437). 

Click here for current SGLI rates. 



Name 



Statutory 

Authority 



Purpose' 



Description 



Commissary 



10 use 

2481-85; 10 
USC 1061- 
64 



“To allow items of convenience and necessity — 
especially items of subsistence — to be made 
available for purchase by military personnel at 
convenient locations and reasonable prices.” 



Subsidized grocery stores on military bases around the world. The 
Defense Commissary Agency estimates average savings of about 
30% compared to commercial stores, though the savings would be 
less if compared only to discount chains. 



Exchange 



10 USC 2481 “As a military resale and category C revenue- 

producing morale, welfare, and reaction (MWR) 
activity, the armed services exchanges have the 
dual mission of providing authorized patrons with 
articles of merchandise and services and 
generating nonappropriated fund (NAF) 
earnings.” 



Retail stores (furniture, electronics, clothing, jewelry, etc.) on 
military bases around the world. They do not receive direct 
subsidies like commissaries, but do receive some indirect subsidies 
in the form of waived or reduced costs for utilities, rent, and base 
services. 



a. 



All entries in the “Purpose” column are taken verbatim from Military Compensation Background Papers, I I th Edition, 2011. 
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Basic Pay 

For most servicemembers, basic pay is the largest element of the compensation they receive in 
their paycheck and typically accounts for about two-thirds of an individual’s RMC. All members 
of the anned forces receive basic pay, although the amount varies by pay grade (rank) and years 
of service (also called longevity). Table 2 provides illustrative examples of basic pay rates. 

Basic Allowance for Housing 

All servicemembers are entitled to either government-provided housing or a housing allowance, 
known as basic allowance for housing (BAH) for those living within the United States or 
Overseas Housing Allowance (OHA) for those living outside of the United States. Roughly one- 
third of servicemembers receive government-provided housing (in the form of barracks, 
dormitories, ship berthing, or government-owned family housing), with the remainder receiving 
BAH or OHA to offset the costs of the housing they rent or purchase in the civilian economy. The 
amount of BAH or OHA a servicemember receives is based on three factors: paygrade (rank), 
geographic location, and whether or not the servicemember has dependents. 4 Paygrade and 
dependency status are used to determine the type of accommodation — or “housing profile” — that 
would be appropriate for the servicemember (for example, one-bedroom apartment, two-bedroom 
townhouse, or three-bedroom single family home). Geographic location is used to determine the 
average costs 5 associated with each of these housing profiles. The average costs of these housing 
profiles are the basis for BAH rates, with some additional adjustments made on the basis of 
paygrade (that is, an E-7 without dependents will receive more than an E-6 without dependents, 
even though the appropriate housing profile for both of them is “two bedroom apartment”). As a 
result of this methodology, BAH rates are much higher in some areas than others, but 
servicemembers of similar paygrade and dependents status should be able to pay for roughly 
comparable housing regardless of their duty location. 6 Table 2 provides illustrative examples of 
how much BAH servicemembers receive annually. 

Basic Allowance for Subsistence 

Nearly all servicemembers receive a monthly payment to defray their personal food costs (those 
who do not receive BAS — for example, enlisted personnel in basic training — receive 
government-provided meals). 7 This is known as basic allowance for subsistence (BAS). BAS is 



4 A dependent is defined to include a spouse, unmarried children under 21 (or older in some circumstances), certain 
parents dependent on the servicemembers, and certain individuals placed in the legal custody of the servicemember. 

See 37 USC 401 for the complete definition. Note that for the purposes of BAH rates, no distinction is made between a 
servicemember with one dependent and a servicemember with multiple dependents. The only distinction is whether or 
not the servicemember has dependents. 

5 Until 2015, BAH rates factored in the average costs of rental housing rates, utilities, and renter’s insurance in a wide 
array of housing markets. In 2015, DOD eliminated the cost of renter’s insurance from the calculation. 

6 For a more detailed description of how BAH rates are calculated, see the Department of Defense’s BAH Primer, 
available here: http://www.defensetravel.dod.mil/Docs/perdiem/BAH-Primer.pdf. For a complete listing of BAH rates, 
see these tables: http://www.defensetravel.dod.mil/site/pdcFiles.cfm7diF/Allowances/BAH/PDF/ 

7 Historically, enlisted personnel did not receive BAS except in specific circumstances; rather, they were normally 
provided free meals in government dining facilities. This changed in 2002, and enlisted personnel now receive BAS 
except in limited circumstances. However, if a servicemember receiving BAS elects to eat in a government dining 
facility, he or she must pay for the meal. 
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